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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless otherwise noted 


1984 
Domestic Econony 
Population (thousands) 134.1 
Population growth (%) 1.6 
GDP at factor cost 130.7 
Per Capita GDP, current dollars 974.6 
GDP in local currency % change 5.0 
(1977 base) 
Consumer Price Index % change Le2 


Production and Employwment 
Labor force (1,000's) 2/ 
Unemployment (avg. %/yr) @/ 
Manufacturing production(local cur- 


rency, 1977 base) % change 
Govt. oper. surplus as % of GDP 


Balance of Payments 
. Exports (F.0O.B.) 


Imports (C.I.F.) 

Trade balance 

Travel (net) 

Current account balance 
Foreign direct investment (new) 
Foreign debt (year-end) 

Debt service paid 

Debt service ratio as % of 

merchandise exports 
Net Foreign exchg reserves (year-end) 
Avg. exchange rate for year 
(EC$ = US$1.00) 


U.S.-St. Lucia Trade 
U.S. exports to St.Lucia (C.I.F.) 43.6 
U.S. imports from St. Lucia (F.O.B.) 7.9 
Trade balance 35.7 
U.S. share of St. Lucia exports (%) 16.7 
U.S. share of St. Lucia imports (%) 36.8 
U.S. bilateral economic aid %.6 


53.1 
1U.6 
42.5 
13.5 
34.2 

5.95 
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merchandise. 

Principal U.S. imports (1986): Garments, electronic components, 
fish products. 

Sources: Ministry of Finance, Eastern Caribbean Central bank. 


Principal U.S. exports (1986): Foodstuffs, machinery, general 


a/ Estimate 
Excludes debt to IMF and Eastern Caribbean Central Bank. 





SUMMARY* 


GDP growth in St. Lucia in 1986 was 5.8 percent -- the third 
consecutive year of impressive performance. The agricultural 
sector -- the mainstay of the economy -- led the way with real 
growth of 12.4 percent. Production in the manufacturing sector 
expanded slightly by 1.5 percent and construction activity 
ballooned by 10 percent. Increased numbers of foreign tourists 
boosted the local hotels and restaurants whose services grew by 
6.1 percent. 


In the external sector, St. Lucia'’s current account deficit 
shrank considerably, mainly through rising services income. 
Export earnings increased by an impressive 5l percent, but this 
was offset by the import bill which jumped by 27 percent. the 
overall balance of payments improved considerably -- it 
expanded to 7.5 percent of GDP from 3 percent in 1985. 


The United States was St. Lucia's second most important trade 
partner in 1986 when, according to Government of St. Lucia 
data, trade between the two countries totaled $63.7 million. 
Moreover, St. Lucia welcomes American investment; numerous 
firms have established subsidiaries on the island. St. Lucia 
is eligible for trade benefits under the Lome Convention and 
Caribbean Basin Initiative (CBI). 


*This report was prepared in December 1987. 
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PART A -- CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC GROWTH 


The St. Lucian economy expanded by 5.8 percent in real terms in 
1986 -- the third consecutive year of impressive growth. In 
current dollars (at factor cost), GDP expanded to $158 million. 


Agriculture: Production in agriculture, the econony's 
principal productive sector, increased by more than 12 percent 
for the second year running. The continued expansion reflected 
vibrant banana production, which dominates the sector, and 
hence, to a large extent, the economy as a whole. ‘the banana 
harvest, benefiting from higher prices, increased by 37 percent 
to 112,000 tons. Production of coconuts and fruits and 
vegetables increased by 3 percent and 6 percent respectively. 
All told, agriculture accounted for nearly 17 percent of GDP in 
1986; it accounted for approximately 15 percent during 1985. 


Manufacturing: By contrast, the manufacturing sector continued 
to grow only marginally, mainly because of international 
Marketing problems. Production in this sector grew by only 1.5 
percent, more than a percentage point below 1985's 

performance. Manufacturing accounted for 8.4 percent of GDP in 
1986; the figure was 8.7 percent in 1985. 


Construction: Construction activity was one of the economy's 
main sources of growth in 1986. Value added in the sector 
increased by 16 percent -- the highest rate of yrowth since 
1981 -- mainly through expansion in public sector investment, 
which is designed primarily to meet the country's infra- 
structure needs. Key projects include construction ot a road, 
water pipeline, and major power station on the island's western 
coast. Foreign donors fund the lion's share of such projects. 


Services: The services sector performed reasonably well in 
1986 with real growth of close to 4 percent. Hotel/ 

restaurant services expanded by 6.1 percent (doubling the 
growth rate from 1985); this resulted in large part from an 
increase of 18.2 percent in stayover visitors. The rising 
number of tourists contributed to slightly higher growth rates 
of 8.2 percent and 3.9 percent for transportation and 
distributive trade. Government services also expanded by a 
modest 1.5 percent. (That subsector is the most important 
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contributor to the economy. It accounted for 20.2 percent of 
GDP in 1986.) 


BALANCE OF PAYMENTS 


St. Lucia's balance of payments continued to improve in 1986. 
Although the balance of trade deteriorated, the current account 
deficit decreased mainly through improved services income. The 
overall balance-of-payments surplus increased to 7.5 percent of 
GDP. 


Current Account: Export revenue in 1986 increased by 51 
percent to a record $78.6 million. Bananas led the way -- the 
volume of fruit exported increased by 30,000 tons. this, 
coupled with favorable exchange rate movement of the pound 
sterling, led to banana export earnings of $52.6 million (67 
percent of total export revenue), an increase of 68 percent 
over the previous year. (The bulk of St. Lucian bananas are 
exported to Great Britain, where they enjoy a protected market 
under the Lome Convention.) Export revenue from other 
foodstuffs -- vegetables and fruits -- increased by 44.7 
percent. Revenue from shipments of unrefined coconut oil also 
increased slightly. In the manufacturing sector, earnings from 
exports of refined coconut oil and paper products increased by 
7.5 percent and 65.8 percent, respectively. Revenue froin 
clothing exports declined, however, by 14.5 percent to $4 
million. 


The impressive export performance could not offset an increase 
of 27.5 percent in the import bill, which reached $155.2 
Million. Virtually every category of imports recorded 
expansion, reversing the general pattern of 1985 when there 
were reductions in almost every product area. Increased 
domestic and external demand, which stimulated a jump in 
purchases of footstuffs, construction equipment, and tourisn- 
related materials, helped account for this. The leading 
product category for imports in 1986 was that of manufactured 
goods, with purchases valued at $34 million -- an increase of 
46 percent over the previous year. This was followed by 
Machinery and transport equipment ($32 million), and food and 
live animals ($31 million). In the end, the balance-of-trade 
deficit expanded by nearly $7 million to $76.6 million. 


In spite of the expanding negative trade balance, St. Lucia's 
current account position improved in 1986; the current account 
deficit shrank from $7.8 million in 1985 to $4.9 million, a 
direct result of greatly increased services income, brought 
about in turn by growing numbers of tourists. Total arrivals 
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-- mostly from Europe and North America -- rose by 17.3 percent 
to 174,218. (Stayover arrivals increased by 18.2 percent.) As 
a result, net services income increased by 19.3 percent to 
$48.3 million. 


Capital Account: The capital account exhibited a decrease in 
net inflows of more than 30 percent from 1985. The government 
reported private direct investment inflows of $17.7 million, 
but commercial banks reported an outflow of $11.3 million, an 
increase of 71 percent over 1985's figure. Meanwhile, net 
funding to the public sector amounted to $31 million, virtually 
the same as in 1985. Still, the overall balance-of-paywments 
surplus increased by $7.6 million over the previous year to 
$11.9 million. (A surplus of $7.3 million recorded under errors 
and omissions was chiefly responsible for this.) 


GOVERNMENT FINANCE 


Current Budget: Public finances in St. Lucia have improved 
since 1984 through more efficient tax collection and increased 
import duties. In 1986 the government registered a surplus of 
$5.7 million on current operations with revenue of $62.9 
Million and expenditure of $57.2 million. (The current budget 
Surplus expanded to 3.6 percent of GDP from less than 1] percent 
in 1985.) Indirect taxes (consumption, import, and export 
taxes) accounted for 61 percent of revenue; direct taxes 
brought in most of the remainder. The government has striven 
to contain the growth of public sector expenditures in line 


with its philosophy of limiting the role of government in the 
economy. Wages and salaries accounted for 54 percent of 
expenditures -- slightly less than in 1985 -- followed by 
transfers and purchases of goods and services. Expenditures on 


the whole increased by 9.3 percent (compared to a 17 percent 
jump in revenue). 


Capital Projects: The capital budget -- Public Sector 
Investment Program (PSIP) -- aims to provide the necessary 
infrastructure to boost private development in agriculture, 
tourism, and manufacturing. Total expenditure in 1986 was an 
estimated $14.8 million and is expected to remain approximately 
at that level through 1989. (Most funding must be provided by 
foreign grants and loans.) The PSIP comprises such projects as 
the west coast road and pipeline, geothermal energy 


prospection, and waterfront development in the capital, 
Castries. 





MONEY AND PRICES 


St. Lucia's strong economic growth affected favorably the 
country's monetary sector: money supply (Ml and M2) increased 
by 24.3 percent in 1986 to $164.4 million; it had jumped by 
nearly 19 percent in 1985. As a result, commercial bank 
liquidity increased considerably, and exerted downward pressure 
on interest rates. Lending rates fell by some 1.5 percentage 
points. Savings rates also declined -- for example, 3-month 
deposit rates fell from 8.5 to 6.5 percent, 6-month deposit 
rates slid from 9 to 7 percent, and savings deposits rates 
declined on average from 8.5 to 6 percent. Total domestic 
credit increased by nearly 12 percent to $128 million. Of 
this, 81 percent was disbursed to the private sector. St. 
Lucia experienced a mild upsurge in inflation in 1986 when the 
cost of living increased by 4.5 percent. (The inflation rate 
was 1 percent in 1985.) The cost of services increased the 
most -- 7.2 percent -- followed by food at 7 percent. 


ECONOMIC OUTLOOK 


The St. Lucian economy has performed impressively since 1984 
mainly because of strong growth in agriculture and, more 
recently, a burgeoning tourism industry. Furthermore, 
considerable foreign investment in manufacturing and other 
activities, such as data processing, has helped to create a 
relatively significant industrial base. Still, the economy 
remains vulnerable in the agricultural sector because of the 
predominant role of bananas, which continue to determine, to a 
large extent, the fortunes of the economy as a whole. In 
September 1987, tropical storm Emily damaged the banana crop. 
In addition, drought, which preceded the storm, has eroded the 
quality of St. Lucian bananas -- thus contributing to a drop of 
2 cents in the price paid to local farmers. Banana production 
in 1987 was expected to drop by more than 24 percent. 
Fortunately, other sectors of the economy appeared to be 
performing well -- tourist arrivals increased by 60 percent 
during the first half of 1987, for example -- and should take 
up some of the slack. However, because of the damage to the 
banana crop, GDP growth in 1987 slowed. 


Looking to the near future, St. Lucia (and its CARICOM 
neighbors) must face the day in 1992 when its protected banana 
market may end. Accordingly, the government's program of 
diversification into tourism, light industry, and 
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nontraditional agriculture will take on added urgency. Notable 
progress seemingly has been achieved in the first two areas, 
but more needs to be accomplished in agriculture as the output 
of products other than bananas remains low. 


PART B --IMPLICATIONS FOR THE UNITED STATES 


TRADE 


St. Lucia and the United States enjoy close economic ties. the 
United States is St. Lucia's second most important trade 
partner (trailing Great Britain); according to government 
statistics, trade between the two countries totaled $63.7 
Million in 1986 ($53.1 million in U.S. exports, $10.6 million 
in U.S. imports) -- 27.2 percent of St. Lucia's total trade. 
The leading product categories for American exports in 1986 
were foodstuffs and general merchandise. Given the proximity 
of the two nations, their warm political ties, and extensive 
American economic assistance, strong commercial relations 
between St. Lucia and the United States should continue. 


American exporters seeking opportunities in St. Lucia should 
contact: 


Mr. Edwin Laurent, Permanent Secretary 
Ministry of Trade, Industry, and Agriculture 
Castries, St. Lucia 

Phone: (809) 45-22627. 


FOREIGN INVESTMENT 


The Government of St. Lucia actively encourages private foreign 
investment, which it sees as a major contributor to the 
country's development. The government's investment promotion 
body (the National Development Corporation) is perhaps the most 
effective in the region. The Government offers a variety of 
incentives for investors, including tax holidays and duty-free 
import privileges. Investors will find a productive work torce 
available for comparatively low wages. In addition, St. Lucia 
benefits from the trade promotion provisions of the CBI and 
Lome Convention, i.e., duty-free entry for many products into 
the United States and Europe, respectively. Moreover, the 
government recently concluded a tax information exchange 
agreement with the United States through which St. Lucia will 
be eligible for Section 936 (IRS code) investment funds 
generated in Puerto Rico. As a result, a number of foreign 
firms have commenced operations in St. Lucia over the past few 
years, among them Halton Industries and Data Key International 
from the United States, and several firms from the Far East. 
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Currently, best prospect areas for investment in St. Lucia 
include garments, tourism, renewable energy, agribusiness 
(especially for tropical fruits). Companies interested in 
investment opportunities in St. Lucia should contact: 


Mr. Terry Deligny 

Investment Promotion Officer 
National Development Corporation 
Castries, St. Lucia 

Phone: (809) 45-23614 


In addition, the U.S. Government-funded High Impact 
Agricultural Marketing Program (HIAMP) offers venture capital 
for nontraditional, export-oriented investments in agribusiness 
and fisheries in the eastern Caribbean, including St. Lucia. 
Interested parties should contact: 


Mr. David Hughes, Director 
HIAMP 

P.O. Box i271 

Bridgetown, Barbados 
Phone: (809) 436-9916 
Telex: 2636 HIAMP WA. 






































